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INDEPENDENT AUDITORS' REPORT

The Honorable President and Willage Council
Willage of L'Ansa
L'Anse, Michigan

We have audited the accompanying financial stalements of the governmental activilies, the business-lype aclivities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the VILLAGE OF
L'ANSE, MICHIGAN as of and for the year ended June 30, 2008, which collectively comprise Lhe Village's basic Drancial
stalements as listed in Lhe table of contenls. These fnancial statements are the responsibility of the VILLAGE OF L'ANSE,
MICHIGAN'S management. COur responsibility is {0 express opinions on these financial statements based on our audit.

We conducted our audit in accordance with audiling slandards generslly accepted in the United States of Amenca and The
standards applicatle ke financial audils contained in Governrnent Auwditieiy Standards, issued by \he Complrofter General of the
Linited States. Those standards reguire that we plan and perform the audil to obtain reasonable assurance about whether the
Minancial slatements are frae of malenial misstaternent. An audit includes examining, on a tesl basis, evidence supporing the
amounts and disclosures in the inancial stalements. An audit 280 inchedes assessing the accoumling principles used and
significanl estimales made by management, as well a5 gvaluating the overall inancia! statements preserdalion. We believa
thalh gur audit grovides a reasonable basis for our opiniens,

I oy apinion, the financizl statements referred Lo above present faitdy, in all material respects, the respective nancis position
of the governmenlal activilies, the business-type actties, the discrelely presenled component unil, each major fund, and Lhe
aggregate remaining fund information of the VILLAGE OF L'ANSE, MICHIGAN 2z of June 30, 2008, and the respeclive
changes in fingncial posilion, and, where applicable, cash flows thereof for the year then ended in confarmity wilh accounting
principles generally accepted in the Uniled States of America,

In accordance with Govemment Audiing Standards, we have afso issued owr report dated October 6, 2008, an our
consideration of the VILLAGE OF L'ANSE, MICHIGAN'S internal control over firancial reporing and on our tests of ils
compliance with certain provisions of laws, regulalions, conlracts, and grant agreements and otier matters, The purpose of
lhal repor i lo describe the scope of cur lesting of internal contro! over financial reporting and compliance and the results of
thal testing, and not e rovide an opinion on the infernal control over financral repanting or on compliance. Thal repor s an
inteqgral part f an audil perfarmed in accordance with Govemment Auditing Standanrds and should be considered in a$sessing
the rezolts of our audit.

The management's discussion and analysis, refirement system schedule of funding progress, and budgetary comparison
information as identified in the table of conlents, are not a required part of the basic financial slaemenls but are
supplemenlary irdormation required by accounting principles generally accepled in the United Sfates of America. We have
applizd cerain limited procedures, which consisted principally of inquirdes of management regarding the methods of
measurgment and presentation of the required supplementary information. However, we did nol audil the infeemation and
EXDTESS D opimon on il

Owur audit was conducled for Lhe purpose of forming opinions on the financial stalements thal colledlively comprise he
VILLAGE OF L'ANSE, MICHIGAN'S basic financial statemtents. The accompanying other supplemental infamation ag
identibed m the table of contents are presented for purpeses of additional analysis and are nol a reguired pan of Lhe basic
financial slalements. The combining and comparative financial slatements have been subjecied {o the audiling procedures
applied in the audit of the basic financial statements and, in our opicion, are fairly slated in all material respects in relation to
the basic financial slatemeants laken a3 a whole,

/ffé%?)f»:yx&.\.% @;..y ) /.DC :

Cenrtified Fublic Accountants

October &, 2008



VILLAGE OF L’ANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2008

Wilhin this section of the Village of L Anse, Michigan's (lhe "Villzge™ financial report, the Villzge's managemenl provides
nairative discussion and analysts of the financial activittes of he Village for the fiscal yaar ended June 30, 2608, The Village's
financizl performance is discussed and analyzed within the context of the accompanying financial slatements and disclosures
following this sestion. The discussion facuses on the Village's primary government, unless olherwise noted; Ihe component
unit reponted separately from the primary govermnment is not included. Pleaze read this management's discussion and analysis
n conjunction with the Village's financial slatements.

Financial Highlights

«  The mesl important financial evenl for the current year is a reslatement which improves the financial position of
the Village significanlly. The “illage's beginning year fund balance and net assets of the General Fund have
been restaled 1o inctude an invesiment in Metlife, Ing, common stock for 3 total of $297 198, Subsequent Lo
June 30, 2008 and before Ihe completion of the audit, it was discovered that the Village owned stock in MetLie,
Inc. dus to a demutvalization of the company in 1998 |n effect, the Village received assets due fo Hs
parlicipation in insurance contracls with Metlile, nc. The Yillage was unaware of this asset until August, 2008,
al which time Lhe Village immediately began the process of redeeming lhess shares for cash. These shares do
not comply with the Willage's investrment policy or Michigan regulations. The value of e demutualizstion in 1935
was significantly less Than the ultimate vatue received. The market Auctuated significantly between June, 2007,
and the current perod The restatemend as of Juena 30, 2007, represents the batance at the aclual value
received in Qctober, 2003, therefore ne gain or ioss iz reported in the currenl year relaled Lo this investment,
Other highlights discussed below are noled as information not including the restalemant {indicated whare

applicable).

» The Village's assets exceeded its liabilities by $9,716,904 {net assets) for lhe fiscal year reported.  This
compares to lhe previous year (a5 previously reported) when assets exceeded its liabililies by $9.679.574. Net
agsets ingrezsed in governmental activiles by $16.854. Governmental activities included nel lranzfers of
%90 613 from the componant unit and transfers of $65 745 from the Eleclric Utility Fund. Met assels in business-
ype activities decreased by $276,722. This decrease is compnsed primanly of 1) depreciation expense of
300,655, 2) a transfar 1o the General Fund of $65,745 (noled above), and 3} offset by stale granl revenues of
H37.070.

+ Total net assets are comprised of the following:

1. Capilal assets, nel of related debt, of $9.017 915 include property and equipmenl, nel of accumulated
depreciziion, and reduced for gulstanding debt relalad 1o the purchase or canstruclion of capital assets,

2. HMetassels of 5147, 261 are restrictad by constraints imposed by slalg regulations.

Unrestricted net assets of S551,.723 represent Lhe portion available to maintain the Village's continuing
obligations to citizens and creditors,

¢ The Yilage's governmental funds reporied fotal ending fund balance of $475 789 compared to the prior year
ending fund balance of $101 087 (as previously reported). Governmental funds fund balance increased by
381,524 {exclusive of the restalement) during the curreni year primarily due to lranslers from the Electng LAility
Fund.

+ Total assets of the Village's governmental funds increased by $9.305 exclusive of Lhe inveslment restatement
while tha lotal assets of proprigtary funds decreased by $325 542 Total long-term debt decreased by 364 256 n
the governmenlal funds and $119,.845 in the proprietary funds, with no new issuances of dabt.

s The Village's Electric Utdity Funtd continues to mainlain an investment of 580,156 with the Upper Peninsula
Fublic Power Agency. The purpose of the Agency is to imvast in the Amencan Transmission Company Jystem,
a Wiseonsin LLC.



VILLAGE OF LANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 38, 2008

Overview of the Financial Statements

Management's Discussion and Analysis introducas the Village's basic financtal statements. The basic financial stalements
inchuge: (1) govermment-wida inancial statements, (2] fund financial statermends, and (3) notes to the inancial statemeants.

The Vilzge aleo inclugdes in this repor additional infomation to supplement the financiat stalements.

Govermmant-wide financizl statements

The village's financial repor includes hwo government-wide financial statemenls, These statements provide both
leng-lerm and shot-lerm mfarmation aboul the Village's averall stalus.  Financial repoting at this level uses a
perspective similar to that found in the privale sector with s basis in full acerval accountimg and elimination o
reclassification of intemal activittes.

The firsl of lhese government-wide linzncial stalements is the Statement of Net Assets, This is the Village-wide
staternent of ngncial posilion presenting informaton that includes all of the Village's aszels and hiabilities with the
differgnce reported as nel assels. Owver lime, increases or decreazes in net assels may serve a5 a useful indicator of
whether Ihe financial position of the Village as a whole is improving or deteriorating.  Evalualion of lhe overall
econamic hazih of The Village would extend to other nonfinancial factors such as diversification of he laxpaysr base
or the condition of the Willage's infrazlructure in addilion 1o the: financial information provided in this report.

The second government-wide statement 15 the Statement of Activities, which reports how The Village's nel assels
charged during the cument fiscal year, All curent year revenues and expenses are included regardless of when
cash is received or paid.  An imporanl purpose of the design of the statement of activities i3 to show (he financial
reliance of lhe Village's distingl aclivilies or functions on revenues proviged by the Village's taxpayers.

HBoth government-wide financial statements distinguish governmental activitias of the Village thar are principally
supported by laxes and intergovernmental revenues, and from business-type activities that are inlended 1o recover all
ar @ significant portion of lher cosls through user fees and charges. Governmental activities include generat
government, public safety, public works, sanitation and recrestion, Business-lype activities nclude elzctric ulility,
water atifity and a disposal system.

The Village's financial reporting endity moludes Lhe lunds of the Village {primary government) and one organization for
which the Village is accountable (Downtown Develaprnent Authority-component unit).

Fund financial siastements

A fund is &n accountability uel Used 1o mainlain conlrgl over réseurces segreqated for specific activities or objeclives,
The Village uses funds to ensurg and demonstrate complianee with ingnoe-related laws 2nd regulations.  Within the
basic financial statements, fund financial staterments focus on the Village's mosl important funds rather han the
Village as & whole. Major funds are separalely repored, while all others are combined inlo a single, aggregated
presenlation.  Individual fund data for ronmajor funds s provided in 1he form of combining stalements in a later
section of this report.

The Village has hwo types of funds:

Governmental Funds are reported in the fund hnancial stalements and encompass essenlially the same funclions
reported as governmenlal aclivilies in Lhe governmenl-wide financial staterenls. However, the focus is very diFferent
with fund sialemenls providing a dislinclive view of the Village's governmental funds. These statements reporl short-
term fiscal accountakility focusing on the use of spendable resources during the year and balances of spendablz
resources available at the end of the year. They are useful in evaluating annual finzncing requirements of
governmental programs and the commitmend of spendable resources for e near leam

Since the government-wide focus includes the long-temm view, compansons between Whess two perspeclives may
provide insight inta Lhe long-term impacl of shord-term financing decisions  Belh the governmental fund balance
sheet and the govemmental fund statement of revenues, expenditures and changes in fund baiances provide
reconciliation to the government-wide statements to assist in underslanding the differences beltween hese wo
perspeclives.

L.



VILLAGE OF L’ANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED}
JUNE 38, 2008

Proprietary funds are repored in the fund Fnancial stalements and generally report services for which fhe ‘illage
charges custamers a fee. Proprigtany iunds include the alectric utility fund, water ulilily fund and disposal system fund
and are repored as businass-lype activities m the governmenl-wide financial stataments. Al three funds are repoded as
majer funds.

Motos to the financizl statements

The accarmnpanying noles to the financial slalemeants provide information essential to & full underslanding of the
governmentwide and fund fnanoesl statementlz. The neles lo the financial statements hegin immedately filowing
lhe basic financial slatements.

Gther information

It addittan b3 the basic financial statements and accompanying notes, this report also presents certain required
suppfementary information concerning the Vilkage's progress in funding its obligation to provide pension benefits toils
employess. A budgetary comparisan statenrent is incleded for the general fund.

tdajor funds and the component unil are reported in the basic financial slatements. Combining statements for
nonrnajor funds and comparative statements for the water utilily lund and the dispossl systemn fund are presented in 3
sutsequent sechor of s repart.

Firancial Analysis of the Village as a Whole

Mat assals of lhe current yvear and prior year {as reslated) are as follows:

Govarnmental Achvilies Business-type Activities Totzl
2408 2007 2008 2007 2008 2087
Agzets
Curranl assets 5 45,194 3 GO TEE & BHYLTTT S g 245 & 1245971 5 1,312,008
Nancureent assels 6,738,338 6,832 061 7511965 7734028 14 250,304 14,566,100
Tokal assets 7,383,533 T.440,824 8112, 742 8,438,284 15,496,275 15879108
Liamnlijies
Current ligbilities 245 921 236,588 465,954 34751 718875 684,059
Leng-term liabililies 1575722 1,613,200 3,483,774 3 606, 037 5064 496 5218237
Totat llabitltias 1,825 643 1,894 788 3,853 28 4,002 543 5,779,371 5,302,238
Met assets
Tavestment in capital
assels net of related debt 5191077 % 244 A3F 3B25.838 I.BBZ.021 20795 9127758
Resiricted 147 281 70.048 - - 147,261 73048
Unrestricled 219,552 225,151 132,176 552 815 521,728 778,566

Totelnetassels & S557890 & 5541035 % 41590494 § 4435735 % 97168905 % 9,876,772

The Village's combined net assets decreased 3 percenl from 2 year ago. Govemmantal activities net assets increased by
516,654, while business-type activities net assels decreased by 3276,7 22,

Unrastricted net assets for governmental activities decreased by 36,598 Unrestricled net assets for business-type activilies
decreased by 3220639



VILLAGE OF L’ANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

JUNE 36, 2008

Changes in nel assets during the currenl year and prior year are as follows:

Ravenuas
Program revgnue
Charges lor senvices
Capilal grants and conlnibietions
General revanue
Propery taxes
Slata-shared revenues
Irtarest
Cltneer

Total revenues

Frogram: axpensas
Geteral govarmman]
Fublic safety
Putdic works
Samitation
Recreation
Interest an lgng-term dabt
Progrietary aclivities

Tolal program expeanses

Change n net assets
befora transfers and ather

Trangtars from o) DDA - net
Tranzfars - other

Change in net assets

Govarmnmental Acllvities Business-type Activitles Tatal

208 2067 2008 2007 2008 2007
2335 5 240MT 5 272BTH4 5 2555695 § 2566033 5 27O5612
18,050 504,382 37070 108,864 55,120 614 346
TI2Rr2 GBI 2T - - Tarers GTT.E73
405,525 421 548 - - 405,525 421,549
23 556 15316 15,182 17,982 #4038 33 2u8
I8 T43 54 261 171 - 38,914 54,261
1458445 § 1.974698 § 2779957 & 2682841 % 4237602 § 4597339
1964598 & 173816 5 - b i 155498 3§ 73616
473514 508,971 - 473 514 f08,971
645,322 f11,885 - fihs 322 11,888
201,409 147,223 - - 201,409 187,323
511%3 A2 311 - - B1.173 52,311
F1,032 56,331 - - 61,032 56331
- - 2090134 2,788,084 2,940,134 2 TBR.Q49
1897848 § 1600337 § 24980138 § 2788089 % 45808083 5 4368428
(139.504) % Mader § (NM0%T & (195448 % {350.481) % 208,313
R K 20258 - . B0E13 20,238

&5, Fa5 G KH) {5 745 {50,000 . .

16854 % 84819 0§ (276TEM % (155448) $ (250,858} § 229171

Graphic presenlations of selected data follow to assist in the znalyzsis of lhe Village's aclivilies for fiscal vears 2008 and

2007

Sovernmantal Activities

2008 Governmentfal Revenues

Othar
4%

The above charts do not include grants, contributions, or translers.

Charges

=d

2H7 Governmental Revenues

Cther
L

Chargas




VILLAGE OF L'ANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS {(CONTINUED)
JUNE 30, 2008

Governmental Activities (continued)

2008 Govermmental Expenditures 2007 Governmental Expenditures
Ganaral
Rec int Govt Ras - Geﬁl;irtal

11%

Public

2008 Business-Type Aclivities

4500000

avasoon] |

ssaooof . . i T
oo |
as00000{! | .
20000001 F. " s
1500006 "
10000081 { [355;

500005 |-
g-+o

ElElec tric
WWater
ORisposal

Revenues Expens s Ansoty Liabilities

Financial Analysis of the Village's Funds

Governmental Funds - The Village's lotal governmental revenues decreased by 3435714 (21%) from prior year levels
{pnmarly from reduced grant aclivity}. Governmental expendilures decreased by 3777963 {32%) from prior year levels dua
primarily from reducad capitad cutlay, Owverall other than grant aclivity, governmendal activiltes remained relatmely consistent.

Propristary Funds - The Village's business-type activities consisl of electric wlility, waler utilily and a disposal systemn.
Cperating revenues increased by 5171039 (7%) from prior year. The increase relates primarily [0 the Village increasing rates
and user fees, primarily in the Electric Utiily Fund. Operating expenses increased by 3279487 (11%) fram prior year,
gnmanly from increased cosl of purchased power.



VILLAGE OF L'ANSE

MANAGEMENT'S DISCUSSION AND ANALYSIS {CONTINUED)
JUNE 30, 2008

Generaf Fund Budgetary Highlights

Ower the course of the year, the Village amended the budget to account for evenls during the year, Budgetary amendmants
were relatively minor, with the exception of the following items. Budgeted expenses in the depanment of public works were
increased by 96 900 due primarily 1o equipment rerdal and supplies. Other financing sources ware adjusled W actount for
trangactions wilh other fundsz and with the camponent unit,

Capital Asset and Deht Administration

The Willage's inwestment in capital assets, nel of accumulated depreciation and relaled debt, for governmental and business-
type acliviies as of June 30, 2008 was 55,191,077 and 53,826,838 respectively. Capital asset additions during the current
fizcal year mciuded:

Crepariment of public works £ 36200
Fire departmsant ool bt
Polite depanment 12,555
Electric ulility fund 0457
Water utility fund 77.883

At the end of the fscal year, the Village had long-term debl cbligations of 34,858 008. The portion of lthe debt relating to
governmental aclivilies was $1,253.035. The porion of the debt relating to business-type activities was $3,804.971. There
were no issuances of bonds or notes dunng fhe current year for governmental or business-lype aclivities. The balances
declined by narmal amortization of pincips! payments,

Eccnomic Factors and Next Year's Budgets and Rates

Local economic conditions arg anticipated to remain consistent. The Village's 20039 budge! is comparable o lhe 2008 amended
budget.

Heailh care costs make up a signilficanl portion of the Village's expenditures. In April, 2008, the Villags changed o a naw
heailh care palicy in an effort to lowsr premiums.

The Village has planned Front Slreet paving and drainage projecl. The cosls of the projecl (estrmated at 32500000 are to be
paid for by funds provided by the Downtown Development Authority.

The Village has identified needed improvements to the sewer distribution system. The estimaled cosls for lhese improvements
are $1.200,000 and the Villzge 1 currendly investigating funding sources for this planned project. It is currently anticipaled o
gecur beyond the next fiscal yaar,

Ulility rates for the Electric Utility Fund increased effective March, 2008, The Water Utility Fund and Disposal System Fundg
ulility rates did not change duning the year. Effective July, 2008, the Water utility rates were increased dus to anlicipated cost

INCreases.

Beginning July 1, 2008, the Village entered into a fire service agreement wilh L'Ange Township in which the Village agress io
answer all fre and rescue calls in the Township, excluding certain areas.

Confacting the Village's Financial Management
The financial report is designed ke provide 3 general overview of the Village's finances and demonstrate the Village's

commitmenl 1o public sccountability, If you have any questons boul this report or need additional information, we welcome
you to contact the clerk's office at (306)-524-6116



VILLAGE OF L’ANSE
STATEMENT OF NET ASSETS

JUNE 20, 2008

Assels

Cash and cash equivalgnts
Accounls receivable
Lhiity billings
Other
Grants receivabie
Taxes receivable
Dua from compangnt urak - DDA
Chug from primary gavernment
Intarnal bhalances
Invenlory
Frepaid dues
Investments
Reskicted assets
Capital assets

Total aszets

Liabilities and Net Assels
Liabilities
Accounts payable

Accrued sick and vacation wages

Cuslomer deposits
Due 1o component unit - DDA
Due 1o primary government

D 1o olher govermmmental units

Accrued interest
toncumenl liabilities
Due walhin one year
{ue in more than ane year

Defarred compensation liatilily

Total liabilities

Met assets
Investment in capital assais -
net of related debl
Hestricled
Streals and roads
Lnrestricted

Total net asscts

Primary Governmant

Governmental Business-typs Component
Activitieg Activities Total Unit
b3 213537 % 305,570 £198507 5 138262
149,064 - 19,069 -
§8.332 285,407 358,730 -
1.550 6173 7725 -
8.335 - £335 AF 204
31.BEG - 31,366 -
. - - 39,178
{225) 225 . -
3.864 - 3,864 -
1.568 - 1668 -
207,198 £0.156 377354 115813
383,476 743 430,907 -
6,344 863 ¥.364.378 13,738,241 -
7.383,533 §.112.742 15,498,275 348 447
453,009 140,744 185,843 -
38,253 125 285 164 528 -
- 22 785 22785 -
Ki=o I - ezt I -
- - . 31,865
41875 17,443 59,318
13,727 42 300 56,227 -
70,788 121,197 191, 936 -
1,182 345 3,483,774 4 BEA 020 -
383476 - 393,476 -
1,825,643 3,953,728 5,778,231 31.8656
5181077 38368838 o017 385 -
147 261 . 147 267 -
218 652 278 597,728 308,581
) 5,557,880 % 4,158,014 3,716,904 $ 308,581

See accompanying notes to financial statements.

-0 -



VILLAGE OF L'ANSE

STATEMENT QF ACTIVITES
YEAR ENDED JUNE 30, 2008

Program
Revenuas
Charges for Capital Grants
Expenses Services and Contributions
Functions/Programs
Primary Government
Govarnmental athvities
General government 5 1595493 & 14452 % .
Fublic safely 473,514 8,564 18,0580
Public works 655,322 - -
Saritation 201 402 57VE -
Recrealion 5173 3471 -
Interast on long-term debl 61,032 - -
Total governmental aclivities 1,597 849 238.29% 18,050
Busngss-lype activities 2,990,134 2,726,734 o070
Tola! primary governmenl  $ 4586083 3 2956033 % 55,120
Component Unil - Dowatown Development Authorly 5 8498 % - % -

See accompanying notes to financial statemants,

General revenues and transfers
Froperty faxes
Village aperating
Downtoven Development Authonly

Total propery (axes

Slate-shared revenues
Inlerest
Cither
Transfers - component unid
Transters - ofher

Total general revenues and transfers

Change in Net Assels

Net Assels - Beginning of year - as restafed

Met Assets - End of year



Het [Expense) Revenue and Changes in Net Assets

Primary Governmant

Governmental Businegs-type Component
Activities Activitios Total Unit
=) (141,007 5 - £ {141,007y % -
(449,500} . {444 9HK -
(655,322} - {655,322) -
14,363 - 14,363 -
{47.702) . (47.702) -
{81,032 - (61.032) -
(1.340 600; - (1,340,600 -
- {228, 330) (225,330 -
{1.340,600) (226,330) {1,566.930 -

- - - I3 408}
Fazove - FI2972 -

- - - 112,827
732972 - F324972 T12.927
405,525 - 405,626 -

23 856 15,182 38,038 £33
38,743 171 38,914 73z
806513 - 40,613 (90,613}
55,745 (65, 745) - -
1,357 454 {50,392} 1,207 (62 29377
16,854 {276,722} {259.868) 20,879
=.541.036 4,435,736 Barg 772 287,702

¥ 5557890 % 4155014 % 9716904 § 04,581
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VILLAGE OF L’ANSE

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2008

Total
Ganeral Monmajor Governmenital
Fund Funds Funds
Aszsats

Cash and cash eguivalents g E85515 5 145022 % 213,537

Accounts receivable
Utility billings 19,06¢ - 19,059
Cilher 51027 17,311 68 332
Grants receivable 1,550 - 1,550
Tazes receivable &.757 1.578 £.335
Dug fram olher funds 7.500 - 7.500
D frarn component umit - DDA 14,665 17,201 31,866
Inventary 2.064 1.800 3864
Prepaid dues 1.668 - 1668
Investments 297,198 - 287 185
Reslnctad assets 392,476 - 383,476

Total aszets & g63 483 0§ 48z0di2 $  1.046.395

Liabilities and Fund Balances

Lizbilities
Accounts payable B jrnpe2 % 5007 & 45 099
Aocmied sick and vacshion wages 37,037 2218 34 253
Due to component unilt - DDA 36178 - 38178
{we to other funds 225 7.500 7125
Clue Lo other governmental units 23847 17,828 41 B75
Deferred compensation liabitity 393476 - 393,476
Total iabilities 530,958 35,651 566 EOB
Fund balances
Reserved for inventory 2,064 1.600 3,864
Unreserved - reponted it
General fund 330,464 - 230,454
Special revenus unds - 145, 461 145,461
Total fund balances 332,518 147 261 4757858

wr

Tota] liabilities and fund balances § BE3,483 $ 182,812 1,045,355

See accompanying notes to finangial statements,
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VILLAGE OF L’ANSE

GOVERNNENTAL FUNDS

RECONCILIATION OF THE BALANCE SHEET GF GOVERNMENTAL
FUNDS TQ THE STATEMENT OF NET ASSETS

JUNE 30, 2008

Fund Balances - Tetal Governmantal Funds ) 473 758

Amounts reported for governmental activilies in the statement of net assels are
different because.

Capilal assets §7,700,865, net of accumulated depreciatian of ($1.355.802) used
in gavernmental aclivilies are not financial resources and are nol reportad in lhe

govemmenlal funds 5,244 863
Accrued interest payable 1s recorded as a liability in governmental adlivities {13,727}
Compensated absences are ingluded a3 a liability in governmenta! achvilies (99,249}

Long-term liabililies are not due and payable in the currenl period and are not
reponed in the goveramental funds (1,153 7BEY

Net Assets - Governmental Activitias % _5,557,890

See accompanying notes to financial staternents.
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VILLAGE OF L’ANSE
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES [N FUND BALANCES
YEAR ENDED JUNE 30, 2008

Revenues
Property {axes
State-shared revenues
Garbage collection fees

Federal grants - Homeland Security

Rent
Cther
IMterest

Expenditures

Current
General government
Public safaty
Fublic vworks
Sanitation
Recregtion

Capilal outlay

Dbt seovice

Excess of revenues {under) over expenditures

Other financing sources {uses)

Sale of fixed assets

Cperating transfers i - Component Uril
Cperating transfers in - Proprigtary Fund

Operating transfers in
Operating transfers out

Net change in fund balances
Fund balances - Baginning of year - as restaled

Fund balances - End of year

Tetal revenuas

Total expendituras

Total gther financing sources {uses}

See accompanying notes to financial statements,
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Total
General Nonmajor Governmental
Fund Funds Fund=s

S ET.221 3 17571 % 732872
222 549 182,976 405,525
215772 - 215772
18,050 - 18.050

162 002 - 162,992

45 280 - 45,280
23,784 Ve 23,656
1,248,648 A58, 7499 1,607 447
138 785 - 136,785
416,047 - 476,047
413,520 254 213 6y 733
201,409 - 201 40%

37 483 - 37463
53185 48,065 01,250
77,115 45 278 123,393
1,335,524 348,556 1,684,080
(86,876} 18,241 (T6,633)
1,798 - 1,789
70,246 20,367 90,613
65,745 - 55,745

- 156,603 166,603
(46 603 {110,000) {156,603}

a1, 187 &6, 970 158,157
&34 213 81,524
328217 0,048 298 265

£ 332528 % _:l_ 47261 % 474,789




VILLAGE OF L’ANSE

GOVERNMENTAL FUNDS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 20, 2008

Net Change in Fund Balances - Total Governmental Funds g 81,524

amounts reported for governmental achivities in the slatement
of aclivilizs are diffarent because:

Govemmental funds report capital oullays a3 axpenditures; hese
costs are allocated over their aslimated useful lves as depreciation 101,250

Capital assels vsed in governmental activities are not considered financial
resaurces, such as.
Depreciation recorded on those assels (219 266}

Interest expense is recorded in the funds when due; it is recarded in the
slatement of activities when incurred (1.895)

Increase in accurulaled sick pay is recorded when eamed in the stalement
of activilies (3.015)

Repaymenl of debt principal is an expenditure in the govemmental funds, but
the repayment reduces long-term liabilities in the stalement of nel assets 64,255

Change in Net Assets - Governmental Activities $ 15 854

See accompanying notes to financial statements.
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VILLAGE OF L'ANSE

PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2008

Aggnis

Cumant assels
Cazh and cash equivalents
Accounts receivable - naf
Grants receivable
Due from General Fund

Total curment asssls

Long-term assets
Investments
Deposil with County - rastricled assels
Uity planl and syslem (capital assels)

Total agsats
Liabilities and Mat Assats

Liabikites
Corranl liabihtoes

Accounts payable
Acorugd expensas
Customer deposils
Due o other governmental unils
Agcrued interasl
Currant pordion of long-term debt

Tatal cirrent liabilties
Long-tarm debt - net of current gorhon
Total liabilities

Met assets
Invested i utility plant and system -
nel of retalad debt
Unrestricted and undesignated

Total net assets

See accompanying notes to financial stalements.

Wajor Funds
Electric Wataer Dizpesal
UHitity Ukility Systam Terbal
150,322 3 1983 & 104 685 305,970
153 618 3T 248 67 543 288.407
- - 6175 6175
- 225 - 225
292 940 39434 168,403 GAG.7VY
80,135 - 80,156
- - 37,431 rEn
945,974 3.978.162 2.871 042 7384378
1,098,270 4 017,596 3,076,576 8,112,742
122,810 4 747 13,137 140,744
3r.832 51,942 35411 125 285
22,560 235 . 22,785
. - 17.44% 17 443
- 42,500 - 42 500
- 35.000 55,197 121,187
183.302 i34 464 152,188 469,954
- 1,665,000 1838774 JA4B3 774
132,302 1,799,454 1,870,962 3,953,728
545 174 2.278.162 1.00% 502 1876838
288 794 (E0.030) 102 412 33206
834,968 % 2218432 & 1,105,914 £, 155014
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VILLAGE OF L’ANSE
PROFRIETARY FUNDS$

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

YEAR ENDED JUNE 30, 2008

Major Funds

Elactrc
Utility

Water
Utility

Disposal
System

Total

Cperating revenues

Sales 1518202 § 482975 & 711,809 § 2713586
Services G600 1554 2,336 4 490
Cither 4.512 2022 1,724 8,258
Total aperating revenues 1,524 314 486,551 715,859 2,726,734
Cperating expenses
Dizlnbetion 1,447,202 367,500 518,821 2,334 533
Administralive and genaral 80,538 45,799 11,423 140,781
Dreprecialion 22,5982 98,095 174 568 300,655
Total gperating expenses 1,550,713 574,394 710,822 2,775,949
Qperating {loss} incoma {25 419 (27.843) 5047 {49,245)
Nonoperating revenues {axpenses)
Sale of fixed assels {Rd) 225 - 171
Slale grant - M1 DEG - - 37,070 37070
Expanses related lo special study - - (37,070} {37,070
Interest income 14 842 17 323 15,182
Interest expense - {E5.875) {91,240 {177,415
Total nenoperating revenues (expanses) 14,788 (85,833) (90,217} {161,762)
(Lozs) before transfers {11,631} (113.475) (85.870) $240,977)
Transfers from other funds - 30.000 - 30,000
Transfers to otiver funds (35,745 - - {95,745}
Changes in net assels $107.378) [83,476) {85,.870) {276,722)
Nef assets - Beginming of year 042 344 2,301 608 1,191,784 4 435735
MNet assets - End of year 5 834,968 § 2218132 §% 1105914 % 4,158,014

See accompanying notes to financial statemants.
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VILLAGE OF L'ANSE

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2008

Cash flows from operating activities
Eeceipts from cuslomers
Other receipls
Faymenis to suppliers
Payments to amployees for wages and benefils
Receipts fromdpayments (o other funds

Met cash provided by operatmg achviles

Cash flows from noncapital Anancing activities
Recaipts from noncapilal grani
Paymenis to suppliers related lo spacial study
Transzfers

Met cash (used in) provided by ndncapilal inancing sclivites

Cash flows from capital and ralated fingnelng activibies
Purchase of capital assets
Receipts fiom sale of capitsl assets
Increase in deposit with County
Principal paid on debt
Interasl pard on dedl

el cash {used inh capital and related financing actitisg

Cash flows from Iavesting activities
Intmrest

Met cash provided by inveshing activilies
et change tn cash and cash aquivalents

Cash aod cash eguivatents - Beginning of year

Cash and cash eguivalents - End of yoar

Raconciliation of oparating (loss) insome 10 net cash
fram operating activities
Operaling ({oss) income
Adestimants 10 reconcile operating (1053 income 1o net
cash provided by operating activities
Deprecaation
Changes in asssts and liabitives
{Increase) decrease in accounts racerable
Decrease (increase) n due from General Fund
increase {decrease) in accounts payakie
Increase in accived expeanses
Increaze in cuslomer deposils

Met cash provided by operating activitles

See accompanying notes to financial statements.

Major Funds
Electric Waker Dispeosal
Utility tility Systam Folal
5 1504001 & 4BY 180 & TizToe 3 2,706,796
4,512 2022 1,724 B, 258
[1.383,532) (153693 (216 820 {1,754,045)
[124,767) (259 160) {310,047} (654,024}
59,145 {225 - £5, 520
680,259 76133 138,513 324,904
- - B4 386 59,386
. - (AR AT (37.070)
(95, 745) 30.000 - 165,745)
{95 745 30,600 2316 (43,429}
{9.467) {77 883 - (BT 350
- 225 - 235
- . 5429 5,429
- {35,000 (84.845) {119 845)
. {43.375) 91,2400 {134 B15)
{9,487} {156 .033) {170 656) {336,158}
14 B2 17 323 15,182
14,842 17 323 15,182
1an 114y 49,883} 40,496 139,438
220,433 51,846 4189 M5 468
% 155322 % 1.3 % a,585 3§ _305.a870
& (26419 5 (2T R4 5 L4735 {49 215)
22,992 48 085 174 568 00 655
(16,201} 2860 {439) {13,580)
58,145 {225) - 58,520
15,851 14437 {17.489) 15,085}
2.8 7883 3 B3B 32310
1.300 - - 1,300
5 60,259 % 75,131 5§ 188,513 & 324,305
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VILLAGE OF L'ANSE
STATEMENT OF NET ASSETS - COMPONENT UNIT

JUNE 30, 2008

Downtown
Development

Auth oriq

Assets
Cash and cash equivalants ) 138 252
Taxes receivable 47 204
Cue from pricnary governmenl 34,178
Investments 115613
Total assets 340,447
Liabilities and Net Assals

Liabilities - Due to primany govemmenl 31,866

Met assets - Unrestrictad % 308,581

See accompanying notes to financial statements.
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VILLAGE OF L'ANSE

STATEMENT OF ACTIVITIES - COMPONENT UNIT
YEAR ENDED JUNE 38, 2003

Downtown
Development
Authorig:
Expenses ] 8498
Program revenues -
MNel {expense) (8,498}
General revenues and transfers
Fropery taxas 112,827
interest 6331
Other iy
Transfers - Genera! Fund {20,367}
Transfers - Local Street Fund {70,246}
Total general revenues and transfers 29,377
Change in net assets 20,879
287 702

Net assets - Baginning of year

Mot assets - End of year & 365,561

See accompanying notes to financial statements.
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VILLAGE OF L'ANSE
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accaunling and reporting framework and the more significant accounting principles and practices of the Vitage of L'Anse,
Mighigan (the “Village™) are discussed in subsequent sections of Ihis note. The remainder of the Noles is arganized to provide
explanations, including required disclosures. of the Village's financisl activities for the fiscal year ended June 30, 2008.

The accounting and reporting policies of the Village relating to the funds included in the accompanying basic financial
stalements conform to accounting principles generally accepted in the United States of America (US GAAR) applicable o slate
and lpcal governments. The following is a summary of the stgnificant accounting policies used by the Village of L'Anse,
Michigan,

REPORTING ENTITY

The Village was incorporaled under Ihe provision of Act 3 in 18585 (General Law Yillage) and operates under a
Council-Manager fonm of govemment. The accompanying financial statements present the Village and its companent
unit. The discretely presented component unil is reporled in @ separate column in Lhe governmenl-wide financial
slatemenls to emphasize hat iLis legally separate from the Village. The Village's major oparalions include cemetery,
police and fire protection, public works, sanitation, recreation and general adminislration services. In addition, the
Willage owns and cperales lhree major enterprise activities: Lhe electric ulility system, waler utilly syslem and
digposal system.

In evaiuating how o define the Village for financial reporting purposes, management has considersd all potential
component units over which the Village exercises significant infleence.  Sigaificant influence is based primarily on
operalional or financial relationships  The Downlown Developmenl Autherity {the “Authority™s was crealed to
encoyrage and spur redevelopment of the L'Anse business districl and to make L'Anse an atraction for visitors and
tourists as well as a source of pnde for the tocal community. The Authorily’'s goveming board is appoinled by the
Village's governing body, The Village collects tax funds an the Authority's behall.

Excluded from The reporting entity is the L'Anse Housing Authority. The L'Anse Housing Authority's governing board
selecls managemenl staff, sels charges, eslablishes budgets and controls all aspects of its own operations. The
Village provides ao funding to the Housing Authority,  Additionally, the Village holds no fitle 1o Housing Authority
assels, nor does it have any fght © Housing Authority surpluses,

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statemenls (the statemenl of net aszsets and the statement of activities} report
infarmalion on all of the aclivities of the pnmary governmenl and its component unit. The effect of inlerfund activity
has been removed from these statements. Govemmental acliviies, normally supported by taxes and
interqovernmental revenues, are raported separately from business-type aclivities, which rely to a significant extent
on wser fees and charges for support. Likewise, the primary government is reported separately from the legally
separate component unil far which the primary govemment sxercises acoauntabiliby.

The statement of activilies demonstrates the degree to which the direct axpenses of a given program are offset ty
program revenues, Direct expenzes are fhose lhal are clearly identifiable with a specific program.  Program
revenues include: 1) charges to customers or applicants whoe purchase, use, or directly benedit from goods, services.
or privileges provided by a given program; and 2) granis and conlributions that are resincted o mesling the
cperational or capiial requirements of a paricular program. Taxes and other revenues not properly included as
program revenues are reperied as general revenuss.

Fund financial stalements are provided for governmental funds and propnetary funds. Major individual governmenial
and enterprise funds are reported in separate columng with campasile calumns for non-major funds.

L.



NOTES TO FINAMCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)
MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

The financial statemenls of the Village are prepared in accordance with generally accepled accounting principfes
(GAAPY. The Vilage's reporing entity applies all relevant Govemmentzal Accounting Standards Board (GASE)
pronouncements and zpplicable Financial Accounling Standards Board {FASB) proncuncerents and Accouniing
Principles Board (AFB) opinions issued on or belore Movember 30, 1983, unless they conflict with GASB
pronouneemants.  The Village's reporting enlity does not apply FASB proncuncements or APE opinians issued after
Movernber 30, 1869

The government-wide financial stalements are reported vsing the economic resources measurement focus and the
accrual basis of accounting, as are the propristary fund and ihe component unit ingncal statements. Revenue is
recorded when earmed and expenses zre reconded when a liabilily is incurred, regardiess of the fiming of retated cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Grants and similar items are
recognized as revénue 55 s0oh as all eligibility requirements imposed by the provider have been mel.

Governmental fund hinancial statemenls are reported wsing he current finangial resources measurement focus and
the medified acerual basie of accounting. Revenue is recognized as soon as it is both measurable and avaifable,
Revenue iz considered to be avaidable if it is collecled within the cumrent peripd or s0on gnough therzafler o pay
fiabilities of the currant penind.  Far this purpose, the Village considers revenues {o be available if they are collecied
within G0 days of the end of the current fiscal period. Expenditures generally are recorded when a ligbility is incumed,
2% under aceriral accounting. However, debt service expenditures, expenditures relating to compensated absences,
and claims and Judgments are recorded in the year paymen! is due,

Revenues are recognized in the accounting period in which they becoms susceptible to aceual - that s, whean they
become both measyurable and available to finance expenditures of the fiscal period. Major revenue types for which
receivables are recorded on the current accounting period's balance sheet include properly taxes and state-shared
revenuss. All other revenue ilems are considered {o be available only when cashis recaived by the Village.

Amounts reporled as program revenue include charges to customers for goods and services. Inlemnally dedicaled
resources are reporied as general rewenus rather than as program revenue. Likewise, general revenug includes all
taxes.

Proprigtary funds distinguish operaling revenue and expenses from nonoperating items. Opsrating revenue and
expenses generally result fiom providing services in connection with a proprietary lund’s ongoing operations. The
srincipal operating revenue of proprietary funds relates to charges te customers for sates and servises. Operating
expenses for praprietary funds include the cost of sales and services, administrative expenses, and depreciation an
capital @ssets. Al revenue and expenses not meeting this definition are reporled as nonoperating revenue and
eXpenses.

The effect of interfund aclivity has been eliminalad from the government-wide financial slalements. Exceptions to s

are charges batwaen the Village's electnc, water, and sewer functions and other lunctions of the Viltage.  Elfminations
ol these charges would distor the direc! costs and program revenuas reporled for the various functions concerned.

The Village reports the following major gevernmenial fund.

General Fund - The ganeral flund is the Village's primary operating fund. It accounls for ail financial resources of
the general government, excepl those reguirgd W be accounted for i another und.

The Village reports the following three major proprietary funds:

Elgctric, Water and Dizposal System Funds - Thase three funds are lhe Village's major propristary funds.
They account for the aclivities of the electric, waler and sewer dizinbulion systems of the Willage.

.



NOTES TO FINANCIAL STATEMENTS {CONTINUED)

HOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FCONTINUEDR]

Additonally, the Village repons the following funds:

Special Revenue Funds - Special revenue funds are used to account for the proceeds of garmarked revenue
requiring separste accounting because of legal of regulatory provisions. They nclude the Major Streetf, Logal
Street and Municipal Street Funds.

Lebt Service Fund - The debt service fund is used to account for the annual payment of principal, interest and
expenses in connection with certain long-term debt ather than debt payatle from operalions of an enterprise
fund.

ASSETS, LIABILITIES AND NET ASSETS OR EQUITY

fash and Investments - Cash and cash equivalents ave considered lo be highly liquid investments if they have a
malurily dale of three menlhs or less when acquired by the Village.  These inclede cash on hand, demand deposils,
and shor-term investments. lnvastrents are staled at fair value.

Receivables and Payables - In ganeral, cutstanding balances between funds are reported 25 “due from other funds”
ar “dug 1o ohar funds™.  Any residual balances outstanding between the governmenlal activities znd Lhe busingsgs-
type achvilies are reported in the government-wide financial slatements 35 imternat balances. Al Irade receivables
are shown as net of allowansce for preollectible amounts (518,300 in 2008).

inventory - Invenlary consists of sall and gravel for roads and is valued at cost, on 2 firgt-in, lirst-out basis. Fund
balances have been reserved in an amount equal to the cost of the inverdory,

Prepaid items - Certain payments to vendors reflect cosls applicatte to futuwre fiscal years and are recorded as
prepaid items in both govemment-wide and fund financial statements.

Restricted Assets - The Village offers its employeas a deferred compensalion plan established in accordance wilh
Intemal Revenue Code Section 457. Tha plan, available to all employees, permits them to defer a portion of their
gurrert salary until fulure years. The plan assets, included in resticted assels of lhe General Fund, are maintained in
a cuslodial account held by Capital Guardian Trust Company. and are not awsilsble to lhe employoes until
termination, retirement, death, disability, or an unforeseeable emergency. All righls 1o the plan assats are that of the
employees and any losses incurred on plan assets in the custodial account are borne solely by the plan paricipants
and their beneficiaries. The corresponding deferred compensation liability is included in roncurrent habilities.

Certain resowces refated to propristary fund revenus bonds are set asids as required by agreement and are
clazsified a5 restricled assels on the balance sheet becavse hair use is limiled by applicable bond covenants.

Capitai Assets - The Village's property, plant and equipment and infrastructure wilh useful lives of more than one
year are stated a2t historical cost and are comprenensively reporied in the government-wide Rnancial slalemenls.
Propristary assels are also reported in ther respective funds. Danated assets are slated al fair value on the date
donated. The Village generally capilalizes 3ssets wilh a cost of $1.000 or more as purchase and construetion outlays
accur. The cosls of normal maintenance and repairs hal do not add to the asset value or maledially extend useful
lives are not capitalized. Capital assets are deprecialed using the straight-line method. When capital assets are
disposed. the cost and applicable accumulated depreciation are removed from Lhe respective accounls, and the
resulting gain or loss is recorded in aperaltions,

Buildings, equipment, vehiclzs and infraslructure assels are deprecizied over The following useful lives:

Waler and sewer distribution syslems T0-65 years
Buildings and building improvemnenls G5 yedrs
Vehicles 5-10 years
tachinery and egquipment 8-20 years
Infrastructure assels 20-75 years
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT AGCCOUNTING POLICIES {(CONTINLED]

Compensated Absences (VWacatlon and Sick Leawe) - If is Ihe Village's poficy to permit employees to acoumulate
eamed but unused sick and vacation pay benefils. A liability is accrued when incurred in the government-wide and
prapngdary funid financial stalemenis.

Long-term Chligations - In the govemment-wide financial slatements and the proprietary fund bypes in the fund
financial statements, long-term debt and other long-tern obligations are reported as liabilities ® the applicable
governmental activities, busingss-lype activilies, or proprietary fund-type statement of met assets. In the fund
financial slatermenis, governmental fund types recognize debl issued as other financing sources.

Mat Assats - Met assels represent the difference between assets and habililies. Net assels invesled in capital
assets, nel of relaled debt consists of capital assets, net of accumulated depreciation, reduced by tha outslanding
balances of any borrowing used for the acquisition. constiedlion, of improvements of those assets. Met assets are
reported as restricled when there are limitalions imposed on their use eilier through the enabling legistations adopted
by the Village or through external resldictions imposed by credilors, granlors, or laws or regulations of olher
governments.

Uze of Estimates - The preparation of financial stalemeniz in conformity with accounting principles generally
accepted in the Uniled States of America requires managemenl to make eslimates and assumplions that afiect the
reported amounts of assets and liabilities and disclosure of contingent assels and liabilities at the date of the financial
slalemenls and the reported amounts of revenyues and expenses during the reperling period.  Aclual resaits could
differ from those esimates.

Risk Management - The Village is exposed o various rsks of loss related to tors: theft of, damage to, and
destruction of assets: enors and omissions injuries o employees; and palural disasters, The Village rmainlains
commercial insurance covadnng each of those risks of loss.  Managemenl belisves such coverage is sufficient to
preciede any significant uninsured lasses to the Village. Seltled claims have nol exceeded this commercial coverage
in any of lhe past three fiscal years.

NOTE B - BUDGETARY INFORMATION

Budgets are adopted on a basis conmistent with aceounling principles generally accepted in the United Slates of America.
Annual appropriated budgets are prepared on & delailed line itern basis.  Revenues are budgeted by source while
expenditures are budgeted by department and class. All annual appropnislions lapse at fiscal year end.  Expendilures may not
tegally exceed budgeled appropriations at the activity level. During the year, one supplementary appropriation was necessary.

The Village followed lhe following procedures in establishing the budgelary data reflecled in the financial staterments:

1. On June 22, 2007, an operating budgel was submitled to the Village Finance Committee Tor the Nscal year ending
Jung 30, 2008. The operating budget includes proposed expendilures and the means of financing them.

2. OnJdune 25, 2067, a puldic hearing was conducted to oblain laxpayer comments.,

The budget was legally adopled on June 25, 2007

4. The willage Council aulhonzes all budgetary revisions throughowt the fiscal year. The budget was revised and
approved for revision on June 23, 2008,

5. Formal budgetary integration is employed as a managament contrel device during the year for all governmertal and
proprigtary funds.

el
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NOTES TO FINANCIAL STATEMENTS (CONTINUEDR)

NOTE C - EFDSITS AND INVESTMENTS / SUBSEQUENT EVENT

The invesiment policy adopted by the Village is in accordance with Public Act 20 of 1343, Stale stalules authorize the Village

ta deposil and invest in the following:

1,

P S

=3
i,

11,

Certhcales of deposit, savings accounts, or deposit accounts of federally insured financial institutions. The Yillage
Board shall authonze depositories at the Hoard's organizational meeting after each regular election of board
marmbears

Bonds, securities, and other obligations of the United Stales or an agency or inslrumentality of the United Slates.
Fepurchaze aareemenls consisting of instrumenis listed in 2.
Bankers' acceptances of Uniled States banks,

Cammercial paper rated at the ime of purchase within Lhe hwo highesl classilicalions established by not less than two
slandard rating services and that matures nat more than 270 days after the dale of purchase.

Obligalions of the State of Michigan or any of its pofitical subdivisions thal al lhe lime of purchase are rated
investment grade by not less than one standard rating service.

Mutual funds registered wnder the invesiment company act of 1940, tille 1 of chapter 686, 54 Stal. 789, 15 U.5.C.
Bla-1 ta 80a-3 and 80a-4 to 30a-64. wilh the aulhority to purchase anly investment vehicles that are legal for direc!
investment by the Village. This aulharization is lmited lo securities whose inlentlion is to mainlain a net asset valus of
£1.00 per share.

Inveslment pools thiough an inledocal agreement under The urban cooperation act of 1967, 1967 (Ex Sess) PA Y,
MCL 124,501 1o 124 512

Investment pools organized under the surplus funds investment pool act, 1882 PA 367, MCL 128111 to 129.118

The investment poals organized virder Lhe local govemmenl investment pool acl, 1985 PA 121, MCL 125.141 1o
129.150.

Amedcan Transmission Company Syslem: Amendment to Public Act 513 of 2002,

At June 30, 2003, the carrying value of the Village's deposits and inveslments were reporled as follows:

Govermnmantal Business-type Component

Activities Activities Total Unit
Cash and cash equivalenls £ 213537 % 30548970 3 513507 % 138,252
Invastrents 287 1498 80,156 37754 115,813

Totals § 510,735 $ 386126 % 895,861 $ 234085

The breakdown between depositz and investments for the Village is as follows:

Primary Component
Government Unit
Eank and credil union deposits (checking and savings accounls
and cerlificates of deposil) S 519,207 g 254 065
Invesimeants - UPPPA - ATC 80,158 -
Investmants - Stock 297,198 -
Cash on hand 300 -

Totals & _B56,861 £ 254 OES

- 25 -



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE C - DEPOSITS AND INVESTMENTS f SUBSEQUENT EVENT (CONTINVED)

The Viltage's deposils and invesiments are subjecd o several types of risk, which are examined in more detail below. The
‘illage has designated hree financial instilutions far their bank and credil union deposils.  The Village's depoails and
investment policies are in accordance with stalutory authority, with Ihe exception of the stock investment discussed further
bedow.

Custadia! Credit Risk of Bank Deposits - Cuslodial cradit risk is the risk thal in the event of financiat institulion failure, The
Village's deposits may nof be returned to it. The Village does not have a deposit policy for custodial credit risk. At June 30,
2018, the Village had bank and credit union deposits lataling 3628282 of which $257.438 was covered by the F.DIC. or
NC.UA  The remainder was uninsured and uncollataralized. The village evaluates each financial instifution walh which it
deposits funds and assesses the level of risk of =ach institulion.  Only those institutions with an acceptable estimated level of
tisk are used as depositories.

Interast Rate and Credit Risk - The Vilage minimized the interes! rate and credit risk by limiting lhe deposils and
invesimenls to the salest types {excepl for the stock investment); limiting the effaclive duration of deposits and investments,
and structuring the investment portfolio so thal depasits ang investments matured 1o mest cash reguirements for engoing
operations. Tha Villags's LUPPPA - ATC and slock investmenls are non-risk calegorized, They are al risk for the underlying
valua of the issuer, inciuding Al related risks.

Investment - UPPPA - ATC - The Village has an invesiment in Upper Peninsula Public Power Agency {UFFPA) along with
ather municipalities, which in lrn purchased an inlerest in American Transmission Company, LLC and ATC Management. Ing.
The relaled companies are not publicly traded; therefore, 1he Village has recorded the inveslment at cost, which approximates
markel value.

Investment - Stock - The Village has an investrment in Metlife. Inc. common stock which il obtained a5 part of a
demutualization of MetLife, Inc. in 1999, The Village was unaware of s invesiment until August, 2008, 21 which time it began
ihe procsss of redeaming the stock for cash. The Willage realized a cash deposit of 5297198 in October, 2008, The
investmenl did nol comply with the Village's investment policy or Michigan regulations and this is the reason for the
redemption of the stock, The valus of the restatement was recorded at its realized cash setilement (25 2 rastalement of prior
year beginning fund balance) and na gain or loss was recognized dunng lhe year on the invesiment. The slock price varied
significantly duning the halding period but ultimatsly the realized value far exceeded the demulualized value in 1958,

NOTE D - RESTRICTED ASSETS FOR WATER UTILITY AND DISPOSAL SYSTEM FUNDS

Under the tems of a bond agreemant wilh the USDA Rural Development, the Village's \Water Ulility Fund is required to have
£122 000 availakle in a “bond reserve account” as of June 30, 2008. The balance in his account was zero al year-gnd and
herefore, the Vilage was not in compliance with their bond agreement.  The Village intends lo transfer funds 12 3 bond
rezerve aceount from the Seneral Fund in the frscal year 2008,

The Village's Disposal Syslem Fund is required to hawe set aside ils share of monies to place on depasit with the Counly of
Baraga {repair, replacemenl, and improvemant fund {"RRI" lund)). which is B3.56% cof the required funds. The required
halance as of Juna 33, 2008 is as follows:

Total Village Township
Total reguirement 5 268,125 k3 224045 ] 44 060
Less eligible expenses lo date 188 000 183,000 -
Amount reguired to be on deposit % 80,125 £ 36,045 L1 =44,08ﬂ
Batance on deposit with the County of Baraga % 37431 é 37,431% 5 I

The Willage portfon exceeds the required depesil amount, hewever, the lotal required deposil does nol incude The Township of
L."Anse's share, which has not been translerred to the County.
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NCTES TO FINANCIAL STATEMENTS (CONTINUED}

MOTEE - PROPERTY TAXES

Proparty taxes were levied and leased by the Village on July 1, 2007, on the taxable valuation of properly as of the preceding
January 1. The village billed and collected these taxes from July, 2007, to Seplember. 2007 At thal lime, any unpaid billings
ware lransfarred to Baraga County, which is in charge of collecling delinquert laxes and remitting receipts to the Village, If a
billing is stil uncollected three years subsequent lo the grigina! billing, the property 1s subjecl ko lax sale. It is the Village's
policy to recognize revenue from the current tax levy.

The 2007 slate equalized valualion of the Vilage tolaled $49,254,470 (laxable value $44.401.288). on which laxes levied
consisted of 13.2010 Mills for operating purpases, 17800 Mills for the DDA, and 1 D430 Mills for bond debd relirement.

NOTE F - CAPITAL ASSETS

Capital assat activity of the Village's governmental and business-iype activities was ax Taltows:

Balance Balance
THI2007 Additians Dealetions 3072008

Governrmental activities
Land* g 281456 & - s - : 261,456
Inlrastruclung 4 491 662 28,948 - 4 520610
Infragtruclure in progress - 20,367 - 20,367
Buildings 1335177 - - 1,336 177
Machinary and equiprienl A28, 741 32,580 - 538121
Vehicles 1034211 12,555 {45 529) 1.001,237
Furniture and equipment 22 Ba7 - - 22 597
Sublotal T.644 944 101 250 {45 529} 7700665
Less accumulated depreciation 1.182 D65 218,266 {45 529) 1,355,602
Met capital assats % 6462879 & (118,816} _§_ - £ 6,344,883

Business-type aclivities
Lang* ] 110235 % - L1 - 5 110,235
Builgings 11 641 892 - - i1,841 892
Machinery and equipmenl 1.9102.075 B&7,350 [3.247) 1,186,178
Wahicles 332 230 - (28.491) 303,739
Furnilure and equipment FF.702 - (26,614) 51,0848
Subtotal 15,464 134 &7,350 (58, 352) 13,493,132
Less accuwmulaled depreciation 5,856,397 00,655 (5B 208) 5,095,754
Met capital assets  $ 7607737 § (293,305} ¥ {54) § 7,394,378

*Mon-depreciable

-n7 -



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

HOTE F - CAPITAL ASSETS [CONTINUED)

Depractation expense was charged to programs of the primary government as follows:

Govemmental activities

General government 5 19,762
Cepariment of public warks 129318
Public safaly 56 476
Recraation 13.710

Total governmental activities % 249 266

Buziness-lype aclivilies

Eleciric utility % 220462
Waler utility a8 055
Disposal system 174,588

Total business-type activities  § 300,655

e ———

NOTE G_- LONG-TERM DEBT

Bond issue - Village offices: General long-lemm debl bonds were issued 1o finance renovalion and conglruction far an addition
to the Willage fire hall and Village offices. The bonds are payable annually at principal amounts ranging from 515,000 o
45 000, wilh the final payment duse Oclober 1, 2025, Interest is payable sermi-annually at varying rates ranging from 5.300% o
&.05%. The bonds are securad by a pledge of the Rull Faith and credit of the Villags and fulure tax revenues.

Bond issue - Local Developmenl; General long-tenm debt bonds were issued to finance a portion of the cost of @ "Sheclscape
Project”. The bonds are payable annually at principal amounts ranging from $20.000 10 £40 000, with the final payment due
Cetober 1, 2020 \nterest is payable semi-annually at varying rales ranging from 4.15% to 5.00%. The bonds are secured by
tax increment revenues.,

Loan payable - USDA - This loan was incurrsd to provide financing of specikc equipmend, The loan is payable in annual
principal amounts ranging from $17.000 to $26,000 with the final payment due October 1. 2016, Interast is payable SEMmi-
annually at 4.75%. The loan is secured by the full faith 2nd eredit of Lhe Village.

instaliment contract payable - Contracts are incurred lo provide financing on specific equipmenl.

The Digposal System revenug bonds (1) were issued lo partially provide for the acquisilion and conslnuction of a disposal plant
and connecting sewer systern, This project was undertsken in conjunction with the Township of L'&nse and the bonds
presented in this report represent 83 56% of the entire bond issue (Village porlion). The bonds are payable fram the reverues
{pledgad) generated by the disposal system fund, with the full faith and credit of the Village pledged In addition, the Yillage is
subject to various bond provisions including maintenance of accounts, et Tha bonds bear an interest rate of 5.00% per
annurm and Lthe final payment is due in the year 2019,

The Disposal System revenue bonds (¥ were issued lo provids for improverents to the disposal plant,  This project was
undenaken in conjunchon with the Township of L'Anse in the ssme manner as described above. The bands are payable from
revenues generaled by the Disposal System Fund, with the full faith and credit of the Village pledged. in addition, the \Village
is subject to varinus bond provisions including maintenance of actounts. elc. The bonds are payabla in increasing incremanis
and bear an interest rate of 4.50% par annum and Lhe final payment is due in the year 2042,

The Water Ulility revenue bands were issued ko provide for the acquisition and construction of a water and wasle disposal
sysler. The bonds are payable from Ihe revenues generated by lhe waler supply system fund, walh the ful faith and credil of
the Village pledged  In addgilion, the Village is subject lo various bond provisians including mainlenanca of accounts, ele, The
honds bear an inlerest rale of 5.00% per annum and the final paymenl is due in the year 2033 The Village is ncl in
compliance wilh a bond provision which is discussed in Note D.

A disposat systemt installmenl note was issued in 2005 1o provide for improvements to the dispasal planl, Thig bank note 1
payable in remibly mstaliments of $1,374. including interest al 4.1 5% with the final payment due in the yaar 2012,
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED)

Changas in long-term debt during the fiscal year ended June 30, 2008 are summarized as follows:

Balance Balange Cure Within
TrRNNY Additions Ratlrad 513872008 Jdne Year
Govemmentzl activities
Gengral obligalion
Bond issue-village ofices S S40,000 & (15,000} AR 000 & 15,000
Bond issue-sireeiscame 4§20 000 . (20,000} 400,000 25,000
Loan payable-USDA 214,000 - {17.000) 147,000 15,000
Ingtaliment conlract payable 44,042 (12, 256) 1, 7ak 12,789
Tolal bontds and Notes 1.215.0a2 64, 258) 1,153,786 70.7489
Oiber liabilites-sick pay 90 234 9015 - 99,248 -
Total governmental activities $ 1,308,275 9015 & G4, 258) 1,253,005 % 70,789
Buzginezg-type activities
Revenue bonds
Digpozal System (1) £ 530 GO6 - g [54.314) 476292 % 54,314
Dizgpozal System (2} 1,387 0368 - 18T 1,370,384 17,648
Water Utilidy 1,73%.000 - {35 00y 1.700.004 35,000
Installment note 24 - 113818 552495 14,335
Total husiness-type activities % 3,724 816 - 5 i11a.aey 3E04871 % 121,497
Debt requirements fo maturity are as follows:
Year Endad Govarnmeanial Activities Pusiness-Type Actlvities
June 3 Principal Interest Total Principal Inberest Yotal
2009 0759 oB113 % 128 202 121 197 171,383 & 292 560
2010 72.543 4 B72 127 215 127 267 1685 482 FO2 745
201 70,554 51,498 122152 128,107 159,182 288 285
2012 £6,000 48,338 114 338 127 812 152 964 280,778
2013 65.000 45,1640 111,160 115204 147 033 B2 237
H4-2018 373,000 172 040 545 040 576 256 542 532 1.219, VB8
2092023 275,000 85100 361 100 470 408 518,135 988, 543
20242023 160,000 25,108 185108 605,009 3A%9 588 992 597
2029.2033 - . - 753 969 223,141 979110
2034.2033 - - 292 460 98 5% 351,354
2038-2042 - - 288,282 25 BGT 315,148
Tokals 1,153,786 541228 § 1,695,015 _3,604,5?1 £ 2638181 & & 203,152
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

MNOTE H - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Inlerfund receivables and payables are classified as due toffrom other funds or component unit and are composed of the

fallowing:
Bue from Cue to
Genaral Noarmajor Component
Fund Funds Unit Total
General Fund - - 3 - KR 35178
Businass-lype Funds b 225 ¥ - - B 225
Monmajor Funds § 7,500 ¥ - - & 7.500
Component Unit 3 14,665 % 17,201 . 3 31,866
individual furid operating ransfers for fiscal year 2008 were as follows:
Transfers In Transfers QOut
Genaral Nonmajor Buginess-type  Component
Fund Funds Funds Unit Total
General Fund s - % - £ 65,745 % 70248 5 1359
Monmajer Funds - 110,40 - 20,367 130,367
Buzingss-lype Funds - - 30,000 - 30,000
Dbt Service Fundg 46,603 - - 45 803
Totats & 46603 § 140,060 & 95,745 % 90,613 § 342,964

NOTE | - SEGMENT INFORMATION

The village maintains three enlerprise funds, which are inlended to be self-supporting through user fees charged for services
Ig the pubfic. Financial segment informaticn as of ang for the year ended June 30, 2008 is presented as follows:

Condensad Statement of Net Asseds

current assets
Reslicted assets
Other assels
Capilal assels

Total assels

Currenl liabifities
Mancutrenl liabilities

Total fiabilitios
Imvested in capital 2sseis

ret of related debl
Unraslngted

Tofal net asseis

Electric Water Disposal

Utitity Uility Syatern Total
Y /2 a40 5 38434 % 168,403 % s00.777
. - 37,431 3743
B0 156 - - 80158
845 174 3978 162 2,871,042 7.394378
4,018,270 4,017 588 3,076,876 BA12.742
183,302 124 464 152,188 489 954
- 1,665,000 1818774 3483774
183, 302 1,799 4684 1,970,962 3,953,728
545,174 22TR 162 1,003,502 3.826.838
289,794 (60, 030) 102,412 332178
5 8340968 % 2218132 % 1105914 % 4,158,074
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NOTES TO FINANCIAL STATEMENTS {(CONTINUED)

NOTE | - SEGMENT INFORMATION (CONTINUEDY}

Condensed Statement of Revenues, Expenses, and Changes in Net Assets

Figctric Water Disposal
Utility LHilify System Total

Total operaling fevenues F 157434 % 436551 § 715883 5 2776734
Depreciation expense {32903 (98.095) (179 568 (A00.555)
Other operating expenses {1,527,741) (416 299} (941,254 (2475 294)
Operating {loss) mocome {26.419) (27 .843) 5,047 {49,115
MNonoperaling revenues (Expenses) 14,788 (85.633) {80.917) (161.762)
Transfers {95,745 30,600 - {685 745
Changes in net assets {107.376] {83, 478) {85,870} 1276, 722)
MNet assols - Beginning 042 344 2,301,603 1,181,784 4435738
Met assots - Ending _$ 834968 § 2.218132 % 1105814 % 4,159,014
Condensed Statemnent of Cash Flows
et cash provided by {wsed in)

Operating activities 5 G259 % TE13% & 188513 % 324 )5

Honcapital financing activities {95.745) 30,000 22,318 43424

Capital and related financing aclivilies (3,487) (156 033 {170.556) (336 158)

Investing activilias 14,842 17 323 15,182
Met change in cash and cash equivalents (30,1113 (459,880 40,4565 (38 498)
Cash and cash equivalents - Beginning 220433 51,848 4,184 245 468
Cash and cash equivalents - Ending $ 188,322 % 1963 % 104,685 § 305,970

NOTE J - DEFINED BENEFIT PENSION PLAN

Plan Description - The Village's defined benefit pension plan provides retirement and disability benefils, annual cost-of-living
adjusiments ang dealh bensfils to plan members and beneficiaries. The Plan is affilizled with the Municipal Employees
Relirermenl Syslem of Michigan (MERS), an agent mulfiple-enplayer pension plan adminizlerad by the Gabried Rosder Smith
& Company. Acl No. 427 of the Public Acts of 1884, as amended. and the Constilution of the Stale of Michigan assign the
authorily lo establish and amend the benefil provisions of he plans that participate in MERS to the respective employer
enlities: for the Plan, that authority rests wilh the Village. The Gabnel Roedsr Smith & Company issues a publicly available
finansial report thal includes financtzl slatemeants and required supplementary informalion for MERS. That report may be
oblaingd by wriling to the Gabria| Roeder Smith & Company, One Towne Square, Suite B0Q, Southfield, Michigan 48076-3723

or by calling (248) 7334000,

Funding Palicy - The Village is required ki contribute at an acluarally determined rate; Ine cument mile is 18.73% of annual
covered payroll. The contnbulion requiremants of the Village are established and may be amended by the MERS Board of
Trustees.

Actuanial valualions are peformed annually. Retirement benefits and refunds are recognized when due and paysble in
accordance walh the terms of the plan.
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NOTES TO FINANCIAL STATEMENTS {CONTINUED)

NOTE J - BEFINED BENEFIT PENSION PLAN (CONTINUED]

Memberships of the plan are s follows;

Aclive members 18
Retirees and heneficiaries currenlly receiving benafits 9
Terminaled plan members entiled to but not yel receiving benefits 3

Total 30

Annuat Pension Gost - For the year ended June 30, 2008, the Village's annual pension cosl of $134 878 for \he Plan was
aqual 1o the Village's required and aclual contributions.  The requirgd conlribulion was determined as pan of tha Decemiber 21,
2007, actuarial valuation using the entry age actuarial cosl method. The actuanal assumptions included (=) 8.00% investment
rate of retumn {net of adgminiskeative expenses) (b) projected salary increases of 4.50% per year, and an additional projected
salary increase ranging from 0.00% to 8.40% per year. The actuarial value of the Plan assels was determined using
techniques that smoolh the effects of shortterm volatilty in the markel value of invesimenls over a fwe-year penod, The
Plam's unfunded actuarial accrued liability is being amortized as a level persentage of projected payroll on a closed basis  The
remaining amonization periad at December 31, 2007 was 28 years.

Trend Information

Fiscal Annual Parcent Net
Year Fensian of APC Pension
Ending Cost (APC) Contributed Obligation Ohbligation
June 30, 2006 by 126168 b3 126,168 100 3 -
June 30, 2007 136 836 136,826 100 -
June 30, 2005 134 976 134 976 100 -

NOTE K - ECONOMIC DEFENDENGY

The Village receives a significant amaurtt of its revenues from several enlities located within the Village. Approximately
27% of property lax reverues and 10% of its utility billings are recewed fram thesze enlities.

NOTEL - RESTATEMENT OF BEGINNING OF YEAR FUND BALANCE AND NET ASSETSISUBSEQUENT EVENT

Subsenuent to year-end, the Village discovered that it owned 5655 shares of Mellife, Inc. comman stock.  This
invesiment did not comply with the Village's inveslment policy or Michigan regulalions. The stock was recorded on the
village's financial stalements as of June 30, 2007 as a restatemenl of heginning year fund balance and net assets of
the General Fund for a total of $207.188. The value of (he restatemenl was recorded at its acteal reatizable value,
which was received in Oclober, 2008,
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VILLAGE OF L'ANSE
REQUIRED SUPPLEMENTAL INFCRMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2008

Revenues
Prepery taxes
Feal and persanal property laxes
FPaymenl in lieu of taxes
Penaltias and nterest

Total property taxes
State - shared revenues

Other ravenues
Garbage colleclion fees
Federal grants - Homaland Security
Rent
Interest
Qther

Tetal revenues

Expenditures
General governmeni

Village council
Attorngy
Village clerk
Treasurer
Buiidings and grounds
Cametery
Genaral government

Tolal general government

Public safety
Pofice department
Fire departrnent
Building insgaction

Total public safety

Public works
Department af public works
Sidawalks

Tolal public works

Varlance wilh

Original Amended Amended
Budget Budget Acgtual Budget
% 534000 538,000 SA0180 % 1.180
6.500 7,500 7raz 222
&.500 8,000 8,319 313
547 000 555,500 S5¥.221 1,721
212 500 218,750 222 549 2793
220,500 215,000 215772 TrE
12,500 18,000 18,050 S0
125,000 163,000 162,952 (8)
13.000 23,500 23.784 204
368,500 47,500 48.280 yao
1,168,600 1,242.25¢ 1,248,643 B,3498
17,400 15,350 15,338 i2
5170 6,200 6,247 53
300 1,650 1.637 13
8,800 9,250 8189 69
6,000 5675 5827 48
15,000 14,550 14,426 124
83,300 84.725 £4.320 396
137.070 137.500 136,782 715
318,160 335,750 335,590 160
54,500 79,750 79,544 206
3,500 S50 913 ar
376100 418450 416,047 403
2,740 410,600 410,282 3i8
3,000 3.250 3,238 12
318,700 413,850 413,520 330
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REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUNB {CONTINUED)

Variance with

Criginal Amended Amended
Budgeat Budget Actual Budget
Expenditures {comtinued)
Sanilalion
Sanilary langfil 120,000 114,000 114,041 141}
Waste collection and dispasal ¥7.000 47 475 57,368 107
Tolal sanitatian 147,000 201,475 201,40 (713
Recrealicn
Parks and recraation 8,000 7625 7.580 45
Ice arena 23,500 27,925 27 866 5%
Marninz 1,500 2,050 2017 33
Tolal recreation 34,000 37,600 37463 137
Cagpital cutlay
General government - 150 - 150
Police depadmant A.000 12,575 12,555 20
Public works - B,525 8.502 23
Fire department 50,000 32150 32,128 22
Totat capilal cutlay 53.000 53,400 £3,185 215
Dabt service
Genaral government 46,000 39100 39,007 a3
Fire departmenl 10,004 8,000 & HW -
Public works 33,8900 J0.125 30,108 17
Tolal debl service £9.900 T7.225 115 110
Totai expendliures 1,203,770 1,337,500 1,335,524 1,976
Fxcesa of revenues [under} expenditures (35,1700 (95.250) {6 E7E) 8.374
Other financing sources [uses)
Sale of fixed assels - 1.750 1,788 43
Operating transfers in - Component Unit 32,000 0,000 70,246 245
Operating transfers in - 65,000 65,745 (255)
Operating lransfers out - {46 850} (46 603} 47
Tolal other fingncing spurces (uses) 3%.000 91,1430 51,187 87
Met change in fund balance 3820 (4, 154) 4,311 8.451
Fund kalance - Beginning of year - as restated 328217 328.217 328,217 -
Fund balance - End of year § 332,047 $ 324067 % 332538 % 8,461
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VILLAGE OF L’ANSE

REQUIRED SUPPLEMENTAL INFORMATION
RETIREMENT SYSTEMS SCHEDULE OF FUNDING PROGRESS
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM
YEAR ENDED JUNE 30, 2008

Actuarizi
Actuarial Accrued Funded UAAL as a
Actuarial Value of Liabllity Unfunded AAL Ratio Covered Parcent of
Vaiuation Assels (AAL} (UJAAL) {Percent) Payroil Coverad Fayrol]

Date [a) {b]) {k-a} 1 afb ) [c) f{b-alic)
120312002 % 1916865 & 294T8h1 3§ 1,031,102 55% ¥ 768,361 134%
12/31/2003 2,163 B52 3,227.396 1,063,544 H7% 783,084 128%
123142004 2,367,333 3,515,284 1,147,851 67% 774,308 1458%
12¢3 142005 2,542 722 3,917.042 1,374,920 G5% 593,233 158%
1243 1/2008 2,699 855 4,183,150 1483285 G5% 741,645 200%
12312007 2,555,762 4 342 531 1486, 76% G6% 684,112 217%

RETIREMENT SYSTEMS SCHEDULE OF EMPLOYER CONTRIBUTIONS
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM

Annusl
Year Ended Fequired Actual Fercent
Jure 30 Contribution Contribution Contributed
2003 5 104 590 % 10:4,56480 100
2004 109,200 104,200 160
2005 119,088 119,088 100
2006 126,168 126,168 100
2007 136,838 136 836 100
2008 124 9786 134,976 104}

The informatmn presenled above was determined as parl of the acluanal valuations at the dale indmated.
infgmalion as of December 31, 2007, he |atesl actuarial valeation, follows.

Adtuarial cost melhod
Amartrzahion method
Amgrtization pericd (perpetual)
Assel valuation melhod
Actuanal assumptions:
Investrment rate of return
Projectad salary incraases”

*includes inflation at
Additional salary increases attibutable to sanionby/rmeril

-35-

Entry age

Leve! percent of payrolt
28 years

2-year smogthed markel
£.00%

4.50%

4. 50%
0% 10 8.40%

Addihonal



VILLAGE OF L’ANSE

OTHER SUPPLEMENTAL INFORMATION

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2008

Assels

Cash and gash eguivalents
Accounts receivable

Taxes receivable

Due lrom component unit - D0A
Invenlory

Total agsels
Liabilitias and Fungd Balances
Liabilities
Accounts payable
Accrued expenzes
Due o gther funds
Due o other governmental unils
Total liabilities

Fund balances - Undesignated

Total ltakilities and fund bafancas

Totat
Nonmajor

Major Local Municipal DCabt Governmental

Streot Streat Streat Sernvice Funds
27327 % 171§ MNMis2a & - 5 145 (22
8.7z 4422 4187 - 17,311
- - 1,578 - 1578
- 7.2 - - 17,201
- 1,800 - - 1,800
/02 $ 0 235% 0§ 123,285 5 - 3 182,312
- 3 BOOY % - 5 - & &.007
1443 T3 - - 2216
- . 7.500 - 7.500
- - 17 928 - 17.828
1,443 8,748 25428 - 35 851
24,586 14 814 a7 a61 - 147 261
36,028 $ 23594 § 123288 § - $ 182842

- 36 -



VILLAGE OF L’ANSE

OTHER SUPPLEMENTAL INFORMATION
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AN} CHANGES
IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS

YEAR ENDED JUNE 38, 2008

Revatiues
Property laxes
Stale-shargd revenues
Inlarast

Total revenues

Exponditures
Routing maintenance
Traffic services
Winter maintenanes
Adminisirative, engineering and
record keeping
Debt service

Total expenditures

Excess of revenues {under)
over axpendiiures

Qther financing =ources (uses)
Operating transfers in
Operating translers oul
Total other financing sources [uses)
Mzt change in fund Balances

Fund balances - Beginning of year

Fund balances - End of year

Total
MWorimajor
Major Local Mursicipai Dabt Governmental
Street Streat Street Service Funds

PO 5 - 175701 3 - £ 175751
114,081 61,362 ¥.833 - 182,976
12 18 42 - ¥
414,093 61,380 183,346 - A58, 799
65 245 99,160 - - 164 405
1883 1,873 - 3,856
20.085 51.802 - . 101 804
11,655 18,407 820 335 32006
- - - 46 278 46 278
425,982 172,342 [ydt] 45,603 348,556
(1d4,889) (110,962) 182,697 {46 803§ 10,243
15,000 115,367 - 46 603 1786 970

- - {110,000} - {110.000%
15,080 115,367 {116,000) 46,603 65,970
111 4,405 T2.687 - 213
34,475 10,408 25,164 - 70,048
£ 34586 % V4814 § G¥EEB1 & - § 147281

.37,




VILLAGE OF L’ANSE
WATER UTILITY FUND

CONMPARATIVE STATEMENTS OF NET ASSETS

JUNE 39, 2008 AND 2007

Assets

Current assets
Cash and cash equivalenls
Accounts receivatile - net
Due fram General Fund

Long-lerm assels
Restricted assels
Litility plart and system {capital assets)

Ligkilities and Net Assefs

Liabilities
Currenl liabilities
Accounls payable
Accrued expenses
Cuslomer deposits
ACorued intergs
Current porlion of long-term debt

Long-term debt - net of current perion

MNet assets
Invesled in wility planl and system -
net of related debl
Lnsestricted and undesignaled

Total current assets

Tolal assets

Tolal current liatulities

Total iabilities

Total net assets

- 3B -

2008 2007

g 1983 § 50,483
47 246 38 506

225 -
39434 90 389
- 1.363
3,978.162 3.508.374
4,017,596 4,090,126
4,797 9,234
51,942 44,059
225 225

42,500 -
36,000 35,000
134,464 58,618
1,685,000 1,700,000
1,793,464 1,788,518
2,278,162 2,263,374
{60,030) 38,234
$ 2218432 3 2,301,608




VILLAGE OF L’ANSE
WATER UTILITY FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES,

AND CHANGES IN FUND NET ASSETS

YEARS ENDED JUNE 30, 2008 AND 2007

2008 2007
Cperating revenues
Sales ) 483 575 485 149
Senices 1.6554 1,724
CHher 2022 1,847
Tetal operating reveanues 488 551 466,824
Operating expenses
Distribution 367 500 355,704
Administrative and general 48,799 44 B34
Depraciation 98 095 94 314
Total operating expenses 514,394 494,732
Operating tloss) (27.843) {5,912)
Nanoperating revenues {axpenses}
Sale of fixed assels 225 -
Interest income i7 1,180
Interest expense {85 873) {37 500
Total nonoperating revenues (eXpenses) {85.633) (86,2100
(lo=s} before transfers (313,476) (32,222}
Transfers fram ofher funds 30,000
Changes in net assets (83,476) [22,222)
Net assets - Beginning of year 2,501 608 2,393,830
Mot assets - End of year ¥ 2,248,132 % 2,301,608

.ag.




VILLAGE OF L’ANSE

WATER UTILITY FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2008 AND 2007

Cash flows from operating activilies
Receipts fram cuslomers
Ovher receis
Paymenis to suppliers
Paymenls ta emplayess for wages and bengfits
Receipls fromipayments 1a other funds

Mal cazh provided by operahing activiliasz

Cash flows from noncapttal financing activities
Transfers

Met sash provided by noncapital Roancng activities

Casgh ffows from capital and related financipg activitias
Purchase of czpilal assnfs
Receipts fiom sale of capital assets
Principal paid on da2bt
[nteresl pacd on debt

Het cash (usad in) capital and related Arzncing activilies

Cash flaws from investing activities

Intargst
Readudioh in investments

Met cash pravided by invgsling activities

MWet change in ¢ash and cash equivalents
Cash and cash aguivalents - Beginning of year

Cash and sash equivalants - End of year

Reconcillation of operating iloss) to net cash
from operating activities
Opaeraling (loss)
Adjustments to reconcike operating {foss) to nel
cash provided by oparating activities
Crenreciation
Changes m assels and liabilibes
Deciease in accounts recaivable
{Increase) i gua from General Fund
[Decrease) i atioUnts payable
Inciease in acsnued axpenses

Met cash previded by operating activities

L Af-

2008 2007
5 487188 & 4391 B47
2022 1,947
(163.653) (1224913
(2548, t60) 280.271)
{225) -
FE13E 0,351
30000 -
30,030 -
(7,883 -
225 -
(36 000y {30,000}
(33,375 (87,500
(15E.033 (117 500
17 1,120
- 50,000
17 51,190
(49,883 24,041
51 845 27.805
L 1963 § 51,845
5 {27843 3§ (5812
88,035 94 314
2660 4 774
{225) .
14,437} {3.469)
7,833 B4
5 76,933 % 96,351




VILLAGE OF L’ANSE

NISPOSAL SYSTEM FUND
COMPARATIVE STATEMENTS OF NET ASSETS
JUNE 38, 2008 AND 2007

Assetls

Current assets
{ash and cash eguivalents
Accounts receivable - net
Granls receivable

Tolal currenl 3ssets

Long-term assets
Restricted azzets
Litility plant 2nd system {Capital assets)

Total assets

Liabilities and MNet Assals

ELiabilities
Current ligbilities
Acoounls payable
Aocrued expeanses
Due o ather governmental unils
Current portion of lgng-term dabt

Tota! current Habilities

Long-lerm delt - net of current portion

Total Habilities

Heat assets
Invested in utilily plant and system - nat of related debl

Unrestricled and undesignated

Total net assets

49 -

2008 2007
$ 104685 $ £ 266
57 543 57,104
6,175 28.491
168,403 147 861
37,431 44,783
2 871042 3,050,610
3,076,876 1,243,254
12,137 48079
35411 13.575

17443 -
85,197 84,779
152,188 146 433
1,818.774 1,805,037
1,970,962 2,054,470
1.003,502 1,060,794
102,412 130,990
$ 1,405,914 § 1,191,784




VILLAGE OF L’ANSE
DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES iN FUND NET ASSETS
YEARS ENDED JUNE 3@, 2098 AND 2007

Gperating revenues
Sales
Semvices
Cier

Cperating expenses
Dislritulion
Adrinisiralive and general
Depreciation

Opnearating inoome

Nonoperating revenudes {expenses}

Shate grant - Ml DEQ

Expenses related to special sludy
Intgrest income

Interest expensge

Changes in nef assols
Net assets - Beginning of year

Net assets - End of year

2004 2007

3 TI1809 % 686,891

2,336 1,866

1.724 3,862

Total operating revenues 715,869 622,619
519,831 442 437

11,423 15,323

179,568 180, 250

Total operating expenses 710,822 §38,71Q
L.047 53,5909

37070 108,964
(37.070) (105,964}

323 18973
(91, 2400 {95,160
Total nonoparating revenuas (expenses) {90,.917) (93,190)
{85 BV0} (39,261)

1,101,784 1,231,085

1,191,784

$ 1105914 §

e



VILLAGE OF L’ANSE

DISPOSAL SYSTEM FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2008 AND 2007

Cash flows from oparating activities
Receipts from custlomans
Crher receipts
Fayments to supplers
FPayments to erployees for wages and benefits

Mel cash provided by operating activilies

Cash Hows from noncapital financing activities
Recepts fram noncapilal grant
Paymenls to suppliers related 1o spedial study

Met cash provided by {used in) noncagitat financing activilies

Cash Rows from capital and related financing activities
Purchzase of capital azsets
Incresse i deposit with Counly
Frincipal paed on debt
Intenest paid on debt

Met cash (used in) capital and reiated finanaing activilies

Cash fows fram investing activithes
Inberest

Met cash provided by invasting activities

taot change 0 cash and cash gguivatanis
Cash 2rd cagh equivalants - Beginning of year

Cash and cash eguivalants - End of yaar

Reconclilation of operaling intame 1o net cash
from: aparating dctivilies
Qperating income
Adjustments to recoencile operating inCams 1o nel
cash provided by operating aclivities
Depraciation
Changes in assels and liabilties
{Increass) i 2CeouUnts receivable
{Decrease) ncrease in accounts payable
Increase m accrued BXPRNSES

Met cash provided by operating activitias

-43.

2008 2007
3 T1L706 % G587 376
1.724 3882
{216,820} 1109175
{310,007} (314 276}
188,513 767 757
50,388 50,473
{37,070} {108 Y64}
22,318 {28 491
- {6,582
5428 .
{B4_8a8) {80,003
(91 240} {85,163
{170,656 (181 848
323 14973
323 1973
40,4585 59,621
64,125 47648
3 104,685 & 54,169
5 5047 & 53,508
174,558 180,550
1439) {1.281)
(47,408 33,408
21 836 BH1
£ 188,513 § 267,787




REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Henorable President and Village Council
Viliage of L'Ange
L'Anse, Michigan

We have audited the financial statements of the governmenta! activities, the business-type aclivities, the discretely
presented component unit, each major fund, and the aggregate remaning fund information of the Village of
L'Anse, Michigan, as of and for the yvear ended June 30, 2008, which collectively camprise the Village's basic
financial statements and have issued owr report thereon dated October &, 2008, We conducted our apdit in
aooordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial avdits contained in Government Audifing Standards, issued by the Comptroller General of

the United States,
Internal Contrel Over Financial Reporting

I planrang and performing our audit, we considered the Villaga's intérnal control over financial reporting
as & hasis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinton on the effectiveness of the Village's
internal control over financial reporting.  Accordingly, we do not exprass an opinion on the effectivensss of
the Village's internal confrol over financial seporling,

Our consideration of the internal control over financial reparting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over finangal reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, i the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A& significant deficiency is a control deficiency, or combination of control
deficiencizs, that adversely affects the Village's ability fo initiate, authorize, record. process. or report
financial data reliably in accordance with generaliy accepted accounting principles such that there 1s more
than a remote likelihcod that a misstatemnent of the Village's financial statements that is more than
inconseguential will not be prevented or detected by the Vilage's internal contrel.  We cansider the
deficiencies described in the accompanying "Schedule of Findings and Responses® to be significant
deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resulls in
more than a remote likelihood that 2 material misstaternent of the financial statements will not be
prevented or detected by the Village's interna! control.

Qur consideration of internal contral over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessanly identify all defictencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considerad to be matenal weaknesses. However, we believe that nong of the
significant deficiencies descnibed above is a material weakness.



Compliance and Cther Matters

A5 part of cbtaining reasonable assurance aboul whether the Village's financial statements are free of
material misstatement, we performed tests of its compfiance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and matarial effect on the
determination of financial statement amounts. However, providing an opinion on complianoe with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclossd imstances of other matters that are feguired to be reported under
Govermment Auditing Standards and which are described in the accompanying Schedule of Findings and

Fesponses.

The Millage's response o the findings identified in our audit is described in the accompanying Schedule of
Findings and Responses. We did not audit the Village's responses and, accordingly, we eXpress no opinion on
tham.

This report is intended solely for the information and use of the management and the Village Counci? and is not
ntendad to be and should not be used by anyone other than these specified parties.

/—{g‘?f\%@ﬁ, 7

Certified Public Accountants

Cotoher 6, 2008



SCHEDULE OF FINDINGS AND RESPONSES

The Honprable Prasident and Village Council
Viltage of L'Anse
L Anse, Michigan

During our audit. we identified three deficiencies in internal control over financial reporting that we consider to be
significant deficiencies which are requirad to be communicated under STATEMENT ON AUDITING STANDARDS
NC. 112 In addition, we noted certain matters involving internal control and other operational matters that are
presented for your consideration. Qur comments are summarized as follows:

Lack of experise in financial accounting and reporting

As in the prior year, the Village has again requested that we prepare their financial statements and related
notes to the financial staterments. We identified that the Village does not have an employee or other
individual with suitable skill to prepare the financial statements or to review the disclosure checklist in
conjunction with the financial statements prepared by the auditors to ensure propriely and completeness
of tha financial statements and footnotes. SAS No. 112 requires {in =ffect) that any organization under
audit needs to have enough expertise in their control environment to properly prepare the financial
stalements {including notes to the financial statements). Although the Village is "technically” deficient
under SAS Mo. 112, we believe that this issug in itself denates no negative implications concerning the

Village.

Demutualization of MetLife, Inc Common Stock

In 1993, the Village was 2 party to an insurance contract with Metlife. Inc. wherehy the company
demutualized and the Village received approximately 5,000 shares of publicly traded Metlife, inc
common stock. The management of the Village at that time did not realize the effect of this as being an
asset of the Village. From 1998 through 2008, the value of the stock grew significantly. In August 2008,
during the course of our examination, we discovered the asset and recommended that the Village redeem
the shares for cash as soon as practicable, The process was complex and was not cornpleted until
October, 2008, when the Village received $297 158 as a complete redemption of this investment. The
village is not permitted under its investment policy ko hold common stack: however, the Village did take
the steps necessary to divest themsehves of this asset as soon as they were made aware of its existence.
The market price of the shares varied significantly during 2608, however, the ultimate value receved was
significantly higher than the 199% demutualization value. Although this “ty definition” is a significant
deficiency, the demutualization of an insurance company related to a municipality is a highly unusual
oceurrence and it is understandable that the impact of this transaction was not fully understood in 1989,
The Village deposited dividend ravenues during this entire period and look immediate steps necessary o
correct this oversight in a imely manner,

Trans#tional issues

As in the prior year, the Vittage again has bad its manager resign from his pasilion and the Village has
retained the services of a new manager. In the prior year, we noted severa! deficiencies in the accounting
records which were transitional in nature. It was noted that significant improvemants were made in the
operalional contrals of the Village during the current year (based in part by our recommendations). The
records for the mast part were maintained on a cash basis and we assisted management in converting the
cash basis records to full and modified accrual. This is a new procedure for the Village and a decision wll
need to be made in the future as to whether to continue this process or to maintain the records on an
accrual basis. Given the above, we offer the fallowing recommendations to the Village {some of which are
continuations or modifications of prior year comments).



The Honarable President and Village Council
Page 2

1. Ia the prior year we noted that reconciliations of various assets, liabilities, revenues. and
expenditures were not performed.  Significant imgprovernents were made in the area of cash
reconciliatons and general ledger balancing. All cash accounls were recoriciled and nosted
accurately and the general ledger "balanced”. There still remain issues with classification errors
and recordkeeping controls, e.g. the tax revenue account was overstated due to an overpayment
by the County of Baraga and was not detected.  Also. numerous reclassification enlries were
required. We would stale that although we discovered recording issues, it was obvicus that
significant improvements have been made to the recording process.  With that said, we
recommend that monthly/quarterly reconciliations be made of "sensitive” accounts and that these
account reconcifiations be monitored by the Village manager.

2. In the prior year we made several recommendalions regarding access to the QuickBooks
program in regards to transactional access and recording responsibilities. With the addition of the
new Village manager, we recommend procedures be put in place that reguire documented
oversight by the Village manager and these procedures detailed and segregated where possible,
The limited number of administrative employess creates issues with regard to segregation of
duties: however, we believe a more disciplined monitoring process should be implemented. Cne
exarmple of a change may be more input by the Village Council. The minutes no fonger include a
listing of the disbursements each month. Although this may not be a requirement, we believe it to
be a strong control mechanism and this is an example of where monitoring controls can be
documented and implementsd.  Also with regard to monitoring cantrols, we believe the Council
should be provided with monthiy financial reports which can be used to compare actual and
hudgeted information and here again create a strong monitoring envircnment.

3. The State of Michigan requires an annual budget be prepared by the Village and that the budgst
be used as a management tool. The annual budget was properly prepared in 2007 for the June
30, 2008. fiscal year; however, we believe that the budget was not fully utilized s an expenditure
control device during the eniire fiscal year. We recommend that the Village manager monitor the
budget at each activity level to ensure compliance and to amend the budget as needed throughout
the hscal year, This comment was made in the prior year as well

Qur comments regarding other operational matters are summarized as follows:

Loan agreement vielations

As disclosad in the notes to the financial statements, the Village has not maintained the deposit and cash
segregation requirements outiined in its bond agreement with the USDA. The Water Utility Fund restricted
eash amount has not been funded at all in 2008. The Disposal Systemn Fund deposit requirerment at the
County of Baraga has been funded for the Village's share; however, the Township's share has not been
deposited.  We recommend that the Village make the required adjustments (coordinate with L'Anse
Township) and make transfers necessary to bring the Village in compliance with its lean covenants.

(;ash balanges

As mentioned in our previous letter, the Village has significant cash balances not covered by F.OLC. or
N.C.U A insurance. We recommend that the Village consider using several financial instilutions in order
to rinimize risk.  Alternatively, the Village may wish to discuss with the present financial institutions the
possibility of having its deposits collateralized.

Property Tax Revenues

During lhe course of the audit it was discovered that the County of Baraga had overpaid the Village for its
delinquent property taxes by a sigmificant amount.  After discussions with the County, a liabiity was
recordad by the Village to reflect the amounts dug to the County. We recommend that this overpayment
be refunded ta the County and in the future all property tax revenues be reconciled in specific detail to the
remittances from the County and the Village Treasurer,



The Honorable President and Village Counci!
Page 3

Powntown Development Autharity

Az mentioned in our previous letter, it did not appear that L'Anse Township had remitted the full amaunt of
praperty taxes for the Downtown Development Authority. [t is unclear whether these ramittances were nolt
macde or possibly commingied with County remitted funds, Ve recommend that the Vilage contact
appropriate Township and Gounty personne! 1o resolve this issue.

The DOA is reguired to have an annual budget in accordance with Michigan reguiations. Although a
budget was prepared for the DDA, it does not appear to comply with budgstary requiremants.

The DDA has significant amounts of cash that may be available for Village activibes, We recommend
that the DDA and Village implement a long-term strategy for the use of these funds and ag staled
above, budget these plans on an annual basis.

Although the accounting activity was improved, the DDA and the Village need lo ensure that their
accounting records agree and reconciliations should be prepared monthly.

This letter does not affect our report dated October &, 2008 on the financial statements of the Village of L'Anse,
Michigan. Qur comments and recommendations, alf of which have been discussed with appropriate members of
management, are intended {0 improve the internal control or result in othar aperating efficiencies. We will be
pleased to discuss these comments in further detail at your convenience and would be happy to assist the Village
in irmplementing the above recommendations. Attached to this schedule is a response to the above enumerated

itemns by the Village Council,

This cormrmunication is intendad solely for the information and use of the management and the Village Council and
is net intended to be and should not be used by anyone other than these specified parties,

Wary truly yours,

Lertified Public Accountants
QOctoher 6, 2008

-ff?, ,; D -



! Village of L'Anse
. n < &€ 101 N. Main Street

AL L'Anse, Ml 49546
mic h Ig an Phaone 806-524-6116

Fax 9068-524-6146

Movernber 19, 2008
Willage of LAnze Explanations to Schedule of Findings Responses

Lack of Expedise in Financial Accounting and Reporting:

We do not have sk wilh the proper trining to prepare financial siatements and foonoles. We are working
10 achieve the necessary level of baining with exasting staff as well as developing agreements with 3° party
accountarts for assistance.

Demutualization of Metlife, Ine. Commoan Stock:

The Village learned as part of the auditing process that we indeed held commort stock in Metlife. The
Village was completely unaware of the fact that it indeed owned Metlife common stock  As soon a3 we
mecamne aware of the fact we immediately began & very complex process to divest oursalves of the
stock. The revenues from the stock were immediately deposited and the Village has taken steps to
insure we ownh no other assats of this nature.

Transiionsl Issues:

The Village is continuing to improve our processes and procedures. The Village has had three different
Managers in three years, in which one of the managers was primarily responsible for the majonty or the
accounting process. We have hired a Finance Coordinator to wark wilh the new Manager to enhance
and ensure timely and accurate reporting of Village finances ulitizing our staff

1 )The Village continues to work to fix any reclassification errors. Last year there was confusion on &
tax payment by @ majer taxpayer. This led o an overpayment 1o the Village in laxes, which had t3 be
retumed o the County. Action was taken to comect this issue. and with continued oversight between
the Viliage Manager and the Finance Coordinator, this should not happen in the future.  The Village i3
working on the recommendation of monthlyfguarterly reconciliation’s as wel, which the Yillage Manager
will ronitor,

2.)The Village is working to improve our procedures where possible. The Village is implementing
proceduras to providing counci with finsncial reports to compars with cur actual butgeted information,
as well as procedures to provide further oversight by the Village Manager.

3.)The Vilage recogrizes the need for the Village Manager to monitor the budget al each activity lewve|
to ensure compliance and to amend the budget as needed throughout the Rscal year,

Other Operational ssues:

Loan Agreement Viclations- The Village has taken steps to fix our deficiencies with USDA. The bond
requirements are now fully funded and in compliance with the Village's obligations.  The towenship has
remitted its share of its debt obligations to the county. Both the Village and the township are now both
in campliance with aur chligations.

Cash Balances- The Viltlage will take the necessary steps to ensure that ali deposits are secure. We
are evaluating the possibility of spreading our investments among maore depositors.



@ Page 2 MNovernber 18, 208

Property Tax Revenues- The overpayment in question was refunded. The Village has taken steps tn
rravent this type of oocurrence from happening in the future.

Crowntown Development Authority- Yanous lssues

1. After conferring with L'Anse Township it has been delermined that L'Anse Township has
remifted the full amaunt of property taxes for the Downtown Development Authaority.

2. The DDA's annual budget will be prepared this year at the same time as the ‘ilage prepares
its budget, to make sure that it is in accordance with Michigan regulations and reguirernents

3. The Village will be working closely with the DDA lo develop stralegies for the use of their funds
that will provide maximum benefit to the Village while staying within the intent of the charter.

4. \With the Village paying bills on behaif of the DDA and biling them for expenses, the Village
should be able e ensure cur accounling records agree.

Sincergly,
Bob LaFave

Village Manager ~ L'Anse Michigan

™ .
ngeldey '

Village President - L'Ansa Michigan




